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EDITORIAL
In the pleasant and central city of St.
St. Louis, 1904-1924 Louis there will assemble on September
16th members of the American Institute
of Accountants and guests from various foreign societies for the
annual meeting of the Institute. There has been a great deal of
captious criticism of the climate of St. Louis in September. Some
commentators have expressed the opinion that St. Louis is the
hottest place in the United States. This, however, is slander, and
it is particularly unmerited slander when applied to that portion
of St. Louis in which stands the hotel that is to be the meeting
place. By the middle of September there is every reason to ex
pect cool and refreshing breezes in the Mississippi valley. It may
not be necessary to bring heavy overcoats and furs, but there will
be comfort, and in addition there will be welcome as warm as the
climate is unjustly reputed to be. This will be an exceptionally
important meeting inasmuch as it is the twentieth anniversary of
the congress of accountants held at the time of the St. Louis
World’s Fair, the congress out of which grew the American Asso
ciation of Public Accountants in its later form and subsequently
the American Institute of Accountants. The committee on ar
rangements is making a special effort to insure the attendance of
all the veterans who were present in 1904, and it is hoped and ex
pected that there will be delegates from nearly all the foreign so
cieties which were represented on the earlier occasion. The com
mittee expresses the wish that there may be present not only the
members of the Institute, but also all other persons who are inter
ested in the practice of professional accountancy. There will be
room for all at the open sessions which will be held on the 16th and
17th days of the month. Those who expect to find it convenient
to attend may obtain detailed information from David L. Grey,
chairman of the committee, 506 Olive Street, St. Louis, Missouri.
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Some day an accountant-historian will
sit down and prepare for the benefit of
those coming after him an outline of
the various forward steps that have been taken by practitioners
in this country. He will record the first public recognition of
accountancy as a profession as an event of not many years ago.
He will note the laws enacted by the states providing for the
issuance of certificates to accountants who meet a certain stand
ard of proficiency and trustworthiness. He will chronicle the
ever-widening field of service of accountancy. He will show
that accountants have been keeping step in the march of business
with its ever-increasing intricacies. He will set forth in detail
the nature of the new duties thrust upon public accountants in
the conduct of business of city, state and nation. He will de
scribe the duties which should be performed professionally and
those which are in the nature of public service for which the
accountant, by virtue of his knowledge, is most fitly adapted.
He will record with a sense of gratification how the accountant is
being more and more sought to assist in the making of public
policy, in the presentation of facts, in the betterment of the whole
business world. The twenty years which have elapsed since
that memorable meeting of public accountants in St. Louis con
stitute a period so fruitful in development and so rapid in prog
ress that our historian may be forgiven if he ventures into the
realm of the superlative when he makes prediction for the next
twenty years. No limit may be set to the possibilities before us.

Retrospect and
Prospect

Both houses of the legislature of Louis
iana have passed a bill providing for
amendment of the C. P. A. law of that
state. The full text of the bill appeared in the bulletin of the
American Institute of Accountants published July 15th. The
new law is an improvement, chiefly because it follows the trend
of legislation toward the restriction of the practice of professional
accountancy. The language of the bill is in many respects similar
to that of the Maryland law. Practice is to be confined to those
who are registered by the board of certified public accountants
of Louisiana and to those who may be in practise at a given date.
The latter class will hereafter be known as “public accountants.”
All others entitled to practise must be certified public account
ants so licensed by the state board of accountancy. The public
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accountant class under this bill is therefore a disappearing body,
inasmuch as there can be no accessions to it and those entitled
to classification in it will pass out of accounting, seek to obtain
recognition as certified public accountants or in the course of
time be removed from the field of practical politics. The his
tory of legislation in Louisiana is somewhat checkered. The
original law there provided so generously for the issuance of
waiver certificates that a great number of persons received cer
tificates who could by only the greatest stretch of imagination
be considered accountants. The law, however, has been well
administered of late years, and the examinations have been
conducted in cooperation with the American Institute of Ac
countants. Now the accountants in Louisiana feel that the time
has come to limit the practice of the profession to those who are
licensed by the state, and we have, therefore, the new bill, which
has received the signature of the governor. Louisiana, there
fore, takes rank as the second state in the union to have absolutely
restrictive legislation, unless with Maryland we include Okla
homa, which has had a rather anomalous restrictive law on its
statute books for some time.

Speaking at the regional meeting of
the American Institute of Accountants
held at Wilmington, Delaware, June
26th, Raymond C. Reik, Maryland, presented an able and inter
esting review of the developments in accountancy legislation
with special reference to the Maryland statute. This matter
has been the subject of discussion in The Journal of Account
ancy in recent issues, and it is therefore unnecessary to present
all of Mr. Reik’s remarks. In the course of his address, however,
Mr. Reik made a statement which was exceptionally impressive.
He said, “During the year 1925, forty-seven legislative assem
blies meet in the United States or its territories, in fact in all
except Kentucky, Louisiana, Maryland, Mississippi and Vir
ginia.” It is an unusual combination of circumstances which will
bring about so much legislative activity. The statute books of
our long-suffering country will be burdened more heavily than
ever before, and an infinite number of perfectly useless laws will
be enacted. Out of the great mass of legislative nonsense which
will result, it is hoped that there may be a modicum of really
valuable legislation, and one of the directions in which vital
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developments may be expected is that leading toward better
regulation of the profession of accountancy. The forty-eight
states of the union, the District of Columbia, Alaska, Hawaii
and the Philippine Islands have C. P. A. laws. Of the five states
whose legislatures do not meet next year, two, namely Maryland
and Louisiana, have enacted restrictive legislation. With the
exception, therefore, of Kentucky, Mississippi and Virginia, there
will be an opportunity for the betterment of accounting control
in all parts of the United States and its territories during the
coming year.
The accounting profession is not a unit
Investigating the
in its commendation of the principle
Trend of Opinion
of restrictive legislation. Many deep
thinkers among the practitioners of the profession feel that the
time has not come for limitation of the practice of accountancy;
but there will probably be no difference of opinion among reputa
ble practitioners everywhere as to the desirability of making
more effective the regulations governing that portion of the pro
fession which is entitled to the designation “certified public
accountant.” Most of the state and territorial laws are founded
upon a form of bill prepared originally by the American Associa
tion of Public Accountants and later somewhat amended and
adopted by the American Institute of Accountants. There is
hardly a law in the land which has not been directly influenced
by this model bill. The committee on state legislation of the
Institute feels now that the time may have come to embody
certain amendments in the model bill, keeping pace with what
seems to be a more or less wide-spread tendency toward the
enactment of restrictive legislation. Members of state boards of
accountancy, and many members of the Institute as well, have
been asked by the committee to present comments upon the bill
as it stands and suggestions for amendments which may seem
desirable. This is a subject of national interest, and it is hoped
that the committee, as a result of its investigations, may be able
to present suggestions for the consideration of the council which
will represent the best thought of accountants everywhere.
While on the subject of state laws, it
may be permissible to express a fervent
hope that some day there will appear on
the statute books of one of our states a law written in English.
128
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This simple wish is expressed, not in any spirit of contentious
criticism. It is uttered more in sorrow than in anger. But the
fact remains that most of the laws produced by our extremely
fecund legislatures come to birth in a form which reflects no credit
upon their parents. There are probably many excellently worded
bills introduced by legislators, but by the time trifling amend
ments are made, clauses are substituted and punctuation gaily
scattered, the result becomes almost unintelligible at the worst
and, at the best, atrociously ungrammatical. There is now before
us one of the recently enacted C. P. A. laws which would break the
heart of any high-school student who was requested to parse
it. It simply wouldn’t parse. It is not to be expected that
every legislator will be a purist in English, but surely it is
not asking much of the law makers that they employ someone
who knows English to review legislation before it is printed.
Perhaps this suggestion will be favorably considered when it is
borne in mind that it would make a job for some worthy con
stituent.
The committee on terminology of the
In Search of a Word American Institute of Accountants has
not given consideration so far as we
know to one important need of the profession. With the growth
of large organizations of accountants, it has been necessary to es
tablish a terminology to describe the various classes of employees
in a way which will indicate something of the nature of their duty.
We have had senior accountants, semi-senior accountants, junior
accountants, managing accountants, and in-charge accountants,
and the public is beginning to be a bit bewildered. The business
man may be pardoned if he asks what is meant by an “in-charge”
accountant, for example. Yet it is necessary that there should be
some designation which will apply to the man who is sent out by a
firm to take charge of an accounting engagement. He may be
much more than a senior. What is he to be called? The term
“in-charge” is at best a hyphenate, and its meaning may not be
clear to the uninitiated. Many practitioners have given consider
ation to this question of terminology. So far the term “in
charge” seems to be the best that has been discovered and it is in
general use in many offices. Here is a chance for some ingenious
member of the profession to devote his summer leisure to the ex
ploration of the field of philology and the capture of the perfect
word descriptive of the accountant in charge.
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A correspondent in Texarkana, Texas,
has written quite a long letter, com
menting upon an editorial appearing in
the June issue of this magazine under the title “An Instance of
Misrepresentation.” The burden of his criticism is the difficulty
of examination—and this seems to apply to all examinations—
and what he alleges to be the insufficient amount of time allowed
for answering questions. He disclaims any wish to see the stand
ards of examination lowered, but he points out many ways in
which he believes improvement could be effected and the interests
of candidates would be furthered. Some of these suggestions are
immaterial, but on the one point of length of time allotted for each
examination the correspondent is probably expressing the opin
ions of many who have undertaken to pass accounting examina
tions in all parts of the country. Consequently, it may be of
curious significance to readers to learn the method adopted by the
American Institute of Accountants in the preparation of questions
and the safeguards which are set up to prevent anything like in
justice or ambiguity. At several recent meetings of accountants
officers of the Institute have explained in detail methods adopted
by the board of examiners in preparing questions. The Insti
tute’s questions are used by the C. P. A. boards of thirty-four
states and one territory, as well as by the Institute to test the
qualifications of applicants for admission. This number of states,
of course, constitutes the majority, and it is essentially important
that in the setting and conduct of examinations there should be
the closest possible approach to absolute fairness.

Time Limit in
Examinations

The method adopted by the Institute’s

Preparing the Institute
board of examiners as described by offi
Examinations

cers of the Institute may be summarized
as follows: Several months before the date of examination the
board of examiners communicates with officers of all state boards
cooperating with the Institute, with all members of council of the
Institute and with the members of the Institute committees, ask
ing each one to submit for consideration of the board at least one
question and its answer in practical accounting, theory of ac
counts and auditing. The Institute examiners themselves are
expected to prepare questions for the consideration of the board.
Out of the material thus accumulated, the board of examiners
through a committee selects problems and questions for both ses130
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sions allowed for accounting and for the examination in auditing.
The law questions are set by practising attorneys and reviewed by
members of the Institute who are also members of the bar. After
all these preliminary steps have been begun, the board of examin
ers calls in at least three men, members of the Institute, who are
requested to answer the questions in the various subjects under
actual examination conditions, and to keep a record of the time
required for deliberate and comprehensive solution of each one.
The results of this test are then compared, and if it be found that
any one of the experimental examinees has required more than the
time expected by the examiners, the questions are reduced in
number or their difficulty modified so as to render it possible for
each examinee to answer adequately in the time allowed.

Furthermore, if it be found that there is
a difference of opinion among the ex
aminees as to the meaning of the lan
guage used or if it appears to either the committee of the board or
the examinees that there is reasonable probability that the lan
guage will be misinterpreted, such amendments are made as will
render the intention obvious. With the questions thus carefully
tested and amended, the board proceeds to print and distribute
the examination questions to the state boards cooperating. When
applicants’ papers are under consideration, the board gives credit
for the intelligence displayed in answering, even if the answer may
be absolutely wrong in detail. An applicant who shows a knowl
edge of the principles involved will not be penalized so heavily as
would a candidate who by chance and without clear evidence of
knowledge might have obtained something resembling the correct
answer.
Avoidance of
Ambiguities

In grading the papers the Institute’s
examiners follow a definite system. One
examiner is assigned to grading the
answers to one problem or question submitted by all applicants
throughout the country. By this means is brought about uni
formity of judgment in regard to the qualifications of the appli
cants to answer each question. The results of examinations are
compiled and the papers are then resubmitted to examiners for
grading, and the matter is so arranged that each examiner will be
called upon to grade the answers to questions other than those

How the Grading
Is Done
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originally graded by him. The results are then compared, and
where there is any material difference of opinion, the papers are
carefully reviewed by other examiners and their decision is pre
sented to the whole board. In the case of a few papers which are
manifestly too far below the standard to be considered, the board
does not give more than a cursory re-examination. The number
of such papers, however, is usually quite small. By the methods
which have been outlined in the foregoing paragraphs, the board
of examiners believes that it has attained something resembling
model procedure. No member of the board would probably ven
ture to assert that the examinations are perfect. The perfect
examination is, like human perfection, yet to be reached, but there
should be no insuperable difficulty in the examinations prepared
by the Institute to applicants who have had experience and have
received sufficient preliminary education. There will always be a
few men and women so seriously handicapped by extreme nerv
ousness that they will not pass examinations. For such appli
cants the board of examiners may feel sympathy, but can find no
relief. As has been said repeatedly in these editorial pages of
The Journal, the world is still looking for a satisfactory substi
tute for examination as a test of ability.

The development of accountancy edu
cation has been almost as remarkable
as the development of public practice
itself. In most of the great colleges and universities of the coun
try in recent years departments have been established providing
for instruction and education—and be it remembered the two
things are not synonymous—in business and finance. In many
cases, however, the amount of time devoted to the study of
accountancy, pure and simple, has been regrettably small. Many
excellent courses have been provided and it has been possible to
obtain an immensely valuable knowledge of accountancy in most
of the schools of commerce, but it is only recently that the hope
of a course devoted exclusively to public accounting has been
attained. The graduate school of business administration of
Harvard university has now made arrangements for a half course
or a full course in public-accounting practice and procedure. In
the latest publication of the school the following description of the
course is presented. This will be of interest to accountants and
accounting instructors throughout the country, and it is hoped
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that in the near future many other colleges and universities will
find it possible to follow the example of Harvard and establish
courses leading directly to the professional practice of account
ancy:
“The purpose of the course is to study accepted practices and procedures
with reference to the profession of public accountancy. During the first
half-year the fundamentals of auditing are considered. The constructive
audit will probably continue to be the most important work of the public
accountant; in no field of accountancy is there a greater necessity for sound
judgment, power of analysis, breadth of view, tact and resourcefulness
than in auditing. Because of the comparative importance of the balancesheet audit, the major portion of the first half-year is devoted to it; the de
tailed or cash audit is only briefly considered. Investigations for refinanc
ing, for the determination of profits, and for other purposes have become of
primary importance both to bankers and professional accountants, and are
included in the year’s work. Report writing and preparation of state
ments for the client are also studied. Other major activities of the pro
fessional accountant such as methods of devising and installing cost and
financial accounting systems and budgetary control are next discussed.
The internal organization of a public accounting firm, particularly with
reference to the staff, the execution of work assigned, and the accounting
methods, is briefly studied. Approximately a fourth of the year is given to
closely supervised field work, whereby the student gains a first-hand
knowledge of certain procedures of leading practitioners. Professional
ethics is stressed throughout the course. Through the co-operation of
prominent accounting firms, classroom discussion is based upon actual
cases, presenting the most recent views of leaders in the profession.”
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